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THE PROBLEM OF A NONCONFORMING USE 


Bulletin, resume appraisals dealing with specific problem properties, 
which, for one reason or another, display facets that make their evaluation 
both interesting and informative. The following appraisal involves a property 
being used in violation of zoning regulations. The lack of zoning enforcement 
allowed the present use to come into existence and remain as it is today. The 
following pages describe our method and approach in appraising this property. 


| * ROM time to time we have made it a practice to publish in the Appraisal 


The purpose of this appraisal is to estimate the fair market value. The 
property under consideration is in a district zoned for commercial use, which 
permits, in addition to all retail-commercial uses, the following commercial 
uses: automobile body and fender repair shops, bakeries, dyeing «nd cleaning 
works, ice plants, laundries, livery stables or riding academies, milk dis- 
tributing and bottling plants, print shops, storage warehouses, tinsmith or sheet 
metal work, and wholesale business. This ordinance, effective since early 1950, 
also states that a use cannot be considered a legal nonconforming use under the 
present ordinance if this was considered illegal under the preceding ordinance and 
was eStablished after the passage of the preceding ordinance. 





The present use of the property began in 1936 and, therefore, the property 
was subject to the zoning law then in effect, which was enacted in 1927. The 1927 
ordinance zoned the subject property for industrial use, and stated in part: “In 
the industrial district all buildings and premises may be used for any purpose 
except the following: storage of scrap paper, iron, bottles, rags or junk.” 


The occupant, to which we have given the fictitious name of the Capitol City 
Paper Stock Company, is a concern which buys, stores and sells wastepaper. 
Such use of the premises is illegal according to the 1927 zoning ordinance. This 
use is also in violation of the present zoning ordinance. 


It is entirely possible under similar circumstances that the appraiser might 
be forced to base his appraisal on an existing use, in spite of its illegal nature. 
This would certainly be true if, in his estimation, there appeared to be a reason- 
able chance that the present use will be allowed to continue for an indefinite pe- 
riod. In the case being considered here, however, the property was being con- 
demned for purchase by a government agency. Therefore, as the present use is 
illegal under the present ordinance and the 1927 ordinance, we have determined a 
fair market value based on legal use. 
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Locatior 


The property being appraised is located on the southwest corner of Ogden 
Avenue and North 31st Street. It has a frontage of 122* 9" on the south line of 
Ogden Avenue, and a frontage of 130' 0" on the west line of North 31st Street. 
Ogden Avenue is an east-and-west boulevard, while North 31st Street is a north- 
and-south street of little importance. The surrounding properties consist of indi- 
vidual cottages, flats, stores and factories. The major part of the improvements 
in the immediate area would be classed as tenement grade. Most of these buildings 
were built prior to 1900. In our opinion, the neighborhood is very definitely 
retrograding. 


Improvements 


Building A - a 3-story and part basement brick building with mill interior, de- 
Signed for use as a factory or warehouse. The building is 50 years old, has a 24" 
rubble stone foundation and a basement under the eastern 50' of the structure. 
The building is without heat except for a stove in the small office on the first 
floor. The entire building is sprinklered and the upper floors are reached by 
a freight elevator of 2500-lb. capacity. There is one toilet on the first floor, and 
the rough plumbing and plumbing fixtures are obsolete. The wiring throughout 
is B.X. and the electric lights are held by drop cords. The building has wood 
sills and lintels and all floors are wood except the basement, which is concrete. 


Building B - a 1-story and no basement brick building designed for use as a 
warehouse. It was erected in 1918 and in 1946 the west wall, which was of sheet 
iron, was extended 6' to the alley line. This section has wood floors, electric 
light and is sprinklered. It does not have heating or plumbing. 


Building C - building C was erected in 1948 and is the same as building B, ex- 
cept that it has a concrete floor. 


All interior walls and ceilings of buildings A, B andC are unfinished. About 
six months ago the roof was repaired with new tar and gravel. 


The cost of reproducing the improvements new at the time of the appraisal 
was estimated to be as follows: 


Building A 202, 700 cubic feet 
Building B 1, 568 square feet 
Building C 1, 108 square feet 
Fencing 180 lineal feet @ 
Loading Dock 


Total estimated reproduction cost new $92, 380 

















The rentable area of the property being appraised amounts to 16, 879 square 
feet, and is distributed as follows: 


Land Values 


Basement, main building 
First floor, main building 
Second floor, main building 
Third floor, main building 
First floor, building B 
First floor, building C 

Total 

First floor rentable area 


2, 067 
4,017 
4, 160 
4, 160 
1, 458 
1,017 
16, 879 
6, 492 


We were unable to locate recent sales of unimproved land fronting on Ogden 


Avenue. 


in locational characteristics was compiled. 


Address 


2009 North Tenth 
Ellis & Cregor 
Brennan & Third 


Dale & Missouri-Pacific 


Poplar & Hall 
Brandt & Warden 
Hall & Buckingham 
208 Montgomery 


7400 North Washington 


2716 Pierre 
2802 South Third 
Hall & Poplar 


Cox Avenue, north side, east of Davis 


Zoning 


industrial 
industrial 
unrestricted 
unrestricted 
unrestricted & trackage 
unrestricted 
unrestricted 
unrestricted 
unrestricted 
commercial 
unrestricted 
unrestricted 
industrial 


Size 


35 feet x 110 feet 
482 feet x 114 feet 
140, 000 square feet 
174, 240 square feet 

17, 886 square feet 

37, 300 square feet 

90, 000 square feet 

6, 900 square feet 
16, 000 square feet 
25 feet x 130 feet 

2, 850 square feet 
15, 600 square feet 

9, 375 square feet 


However, a list of asking and sales prices for vacant ground comparable 


Price 


37¢ per square foot 
13% per square foot 
55¢ per square foot 
27¢ per square foot 
80F per square foot 
54¢ per square foot 
48 per square foot 
15¢ per square foot 
20¢ per square foot 
$50 per front foot 
35¢ per square foot 
80¢ per square foot 
37. 5¢ per square foot 


In our opinion, uSing these prices as a guide, the particular site has a value 


of 50¢ per square foot, including corner influence. 


(This does not mean that we 


believe all land fronting on Ogden Avenue between Washington and Nineteenth Street 
is worth the same amount per square foot, as some is worth less and some is worth 
more.) Using a value of 50¢ per square foot, the site has a total value of $7, 980. 


Summation Analysis 





Totaling the estimated reproduction cost new ($92, 380) and the land value just 
achieved, we arrive at a figure of $100, 360. (See work sheet III.) For the pur- 
pose of establishing a value by the summation approach, we have estimated depre- 
ciation to total 65%, divided as follows: 


Normal wear and tear 


45% 
Excessive deterioration 5% 
Obsolete building 7% 
Obsolete equipment 3% 
Unsalable features 5% 


$41, 570 
4, 620 
6, 450 
2, 775 
4, 645 





Total 


65% 


$60, 060 

















(Although the small 1-story and no basement wing attached to the west wall 
of the 3-story building is just three years old, and the small 1-story section 
attached to the south wall of the 3-story building is 33 years old, we believe 
the same depreciation should be applied to the entire improvements, as it is 
very doubtful that the two wings would have any value if left standing by them- 
Selves 


The total depreciation of $60,060, deducted from the reproduction cost new 
of land and improvements, leaves a remainder of $40, 300, constituting the value 
achieved through the summation method. 


Comparable Rentals 


Since the present use is an illegal use, we are using rents paid for similar 
properties in this and in other areas with the same zoning as the subject prop- 
erty and where the use is legal. A list of such rentals is shown below. 


Age Rentable Rent per 
area square foot Remarks 


k & frame building years 6,500 sq. ft 2% 
story & basement years - 22.5¢ Sprinklered and heated 
ial garage & years 5,018 2nd fl 23. 6¢ Owner pays insurance and taxes 
building , 518 ist fl 
i ) years , 000 sq. ft 40¢ Mill interior, sprinkler system, 
steam heat, elevator 
years , 000 bsmt 50¢ Good condition, sprinkler system, 
21, 000 ist fl steam heat 
3 years 33,000 sq. ft Frame interior, heat, light and ade- 
quate plumbing facilities 
10, 000 2nd fl 4 Building does not have heat or eleva- 
13, 000 Ist fl tor. It is believed that the installa- 
tion of a 2500-1! electric elevator 
would increase the second floor rent 
to approximately 20¢. This building 
is listed for sale at $44, 500 


Income Analysis 


Making adjustments for the presence of a loading dock adjoining the building, 
and the advertising value derived from being located on Ogden Avenue, a busier 
thoroughfare than most of those referred to above, we are estimating the annual 
rent of the above property as follows: 


Basement pa ee 6 ke bw ees 2 ee ae 2. ee 
First flo Soc rer ree. 0ClUelU 2, 597 
Secon ee ee 2 Oe ewe 6 ee oo eae 1, 040 
Third floor i eee le a es 1, 040 
Vacant lana OR ee te a ee eee ee 300 
Estimated gross annual income .........-+42+c+4++.2e $5, 1804 
Retimeated eumeml Whenmes.. Bie. 2s 6k ee et wh ee we 244 
Estimated effective gross annual income ............. $4,940 


The estimated average annual expense otf the subject property is as follows: 

















Utilities 


Operating expense 
General building 
ey Pe eee ee 
Mechanical equipment 
Maintenance & repair expense 
Taxes 
Insurance 
Fixed expense 
Total estimated annual expense (call) $875 


The estimated annual expense, deducted from the effective gross income, 
leaves a remainder of $4, 065 return on the land and improvements. A return of 
6% on the ground value of $7, 980 amounts to $479. The return on the land, de- 
ducted from the return on the land and improvements of $4, 065, leaves a remainder 
of $3, 586 applicable to the improvements. As we believe that the improvements 
have a remaining useful economic life of 20 years, the annual depreciation rate, 
using a straight line method of depreciation, is 4%. The depreciation of 4%, added 
to the rate of return of T% which we are using on the improvements, makes a total 
combined rate of 11%. The sum of $3, 586, capitalized at 11%, gives a value to the 
improvements of $32, 600 which, added to the ground value of $7, 980, gives a sum 
of $40,580. This is the value of the property determined through the income basis. 


Subtracting this amount from the reproduction cost new of the improvements, 
then, we find the depreciation to be $59, 780, or 64.7% (compared to 65% esti- 
mated in the summation analysis). In our opinion, the actual depreciation that has 
occurred on a given piece of property is more accurately determined by the ap- 
praisal on the income basis if the income used is based on fact, since this method 
depends less on estimate and opinion than do the other available methods. How- 
ever, in this case the estimate of depreciation made in the summation analysis 
proved to be so nearly the same as that derived from the income analysis (a rare 
occurrence, indeed), that the former was left unchanged on work sheet III. 


Comparison Approach 





Property such as the property being appraised sells today in the open market 
for $1. 50 to $2. 50 per square foot of rentable area. This is borne out by the 
asking prices of the properties listed in the table below. 


Desc riptior Age Square feet Sales price Remarks 
1- &2-story &part basement brick 48 yrs 23, 967 ist fl $57, 500 Does not have heat or sprinkler sys- 
building, frame interior (average) 13, 130 bsmt tem. Sales price $1.35 per sq. ft. of 
__5, 496 2nd fl rentable area, excluding ground 
42,593 sq. ft 
basement brick building 50 yrs 15, 000 sq. ft $35, 000 Excellent condition. Can be leased for 
t 24¢ per sq. ft. per year. 


wit! 


ry brick building, reinforced - 10, 000 2nd fl $44, 500 
mcrete interior 13, 000 Ist fl 
23, 000 
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Using the asking price of the third property listed as a basis of comparison, 
the subject property would have a fair market value of $34,600. Using the asking 
price of the second property listed, the subject property would have a fair value 
of $39, 300. It is our opinion that the latter property is more comparable, and the 
value of $39, 300 should be considered the market value of the subject property by 
the comparative approach. 


Summary 


The fair market value arrived at through the three accepted methods of ap- 
praising property is $40, 500 by the income method, $40, 300 by the summation 
method and $39, 300 by the comparative method. It will be noted that repairs 
are not deducted as the properties used for a basis of comparison were sold 
as is and were in about the same condition as the property being appraised. We 
believe in this instance that the income basis constitutes the best method to esti- 
mate fair market value of a property of this type. Therefore, the appraised 
market value of $40, 500 is certified to herein. 


C 4) 
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CHARLES R. McCOyY, M.A.I. / 











